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 Recently, Lactose has an increasing demand in food industry, especially for dairy 

product. Lactose is a milk sugar that can increase milk solid. However, it is basic ingredient which 

low price and low profit margins. In addition, it has limited shelf life due to moisture increase by 

time. Hence, the lack of proper inventory management can cause high cost because it needs to 

be blended and repack before selling. Our research is to study the business process using the 

Integration Definition for Function Modeling (IDEF0) of a case study which is a lactose importer to 

identify the current problems and suggest how to improve the processes. The results show that 

the company needs a proper demand forecasting and inventory control for more efficient lactose 

procurement. Then, the demand and price for lactose in January, 2014 to December 2016 are 

collected. There is an advanced order from Make to Order, so it is not necessary to included this 

in the forecasting data. In addition, due to the increase in lactose price in 2015, the demand for 

lactose is unusually increased. Hence, the historical demand data is needed to be adjust before 

forecasting.  Next, the best time series forecasting technique is Holt-Winters’ Method for additives 

Seasonal Effect which implies that there is a trend and seasonal demand pattern.  After using the 

forecasting data as an input in the proposed inventory policy or (s, Q) policy, it can reduce the 

cost compared to the current policy by 19.66% or 2,670,004 Baht per year and still maintain 

100% service level. This research can be a good sample how to implement the proper 

procurement when the price of raw materials is uncertain and the lot size order of full container 

load.  
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